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BOOK REVIEW NUMBER 


(The material for this number was furnished by Mr. Charles Ferguson who was 
invited to take a considerable measure of liberty with the formal reviewing 
method in order to present to readers of the Service a critique of the busi- 
ness system from the ethical point of view. Mr. Ferguson has won commendation 
in high places for his grasp of the philosophy of finance.) 


THE REAL WEALTH OF NATIONS by John S. Hecht. Yonkers, N.Y., World Book Co., 
1921. $2.40 

BANK CREDIT AND AGRICULTURE by Ivan Wright. N.Y., McGraw-Hill Book Co., 1922. 
$3.00 

INCOME IN THE UNITED STATES, Vol. II by National Bureau of Economic Research. 
N.Y., 1922. $5.15 

THE ENGINEERS AND THE PRICE SYSTEM by Thorstein Veblen. N.Y., B.W. Huebsch, 
1921. $1.50 

THE NEXT STEP by Scott Nearing. Nellie Seeds Nearing, Ridgewood, N.J., 1922. 
$1.00 

MONEY AND FOREIGN EXCHANGE AFTER 1914 by Gustav Cassel. N.Y., Macmillan Co., 
1922. $2.25 


The gereral subject matter of these six books is the business system 
in its several aspects — industrial, commercial, financial. They deal with 
the working organization that sustains the life of the world. This organiza- 
tion is now in distress. There is something serious the matter with it. Do 
any of these books explain why it has come to pass that on the whole life-sus- 
taining power is declining throughout the circle of commerce? Do they tell 
how to stabilize prosperity and make progress uncontingent? Do they define the 
self-vindicating laws that cordition grand-scale technical organization? What 
We necd +o know is whet is really the matter with the world — and what to do 
about it. We want answers that have a bearing upon the news. We feel that 
there must be economic truths that go to the spiritual quick. Civilization 
Must, whether it will or no, submit to the spiritual laws that govern the or- 
ganization of creative power. Economics is not a matter of nature but of art. 
Its probiem is the keeping up of the current of porishable capital-goods. And 
that is a question of spiritual dynamics. 


It appears that the ingenious intellect since Adam’s day has been the 
Sdversarv of the spirit. I read Mr. Hecht's book and follow as well as I am 
@ble his plans and specifications for a new and more ethical social order. 
One perceives that Mr..Hecht does not depend upon the self-vindicating power 
of moral. principles. His active mind leaves no stone unturned to protect the 
weak and preclude injustice. He stands up for the producer, and would insti- 
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‘tube a now kind of government in which workers of hand aad heart and brain 
should have the highest prerogative. But the program requires great mental 
stress on the part of the reformers. A great many people will have to be pers 
‘guaded. Andi then after that, whut can prevent their being persuaded of some- 
thing very diffiorent? 


The old economists were right in their insistence that there is an une 


alterable law of social Life sanctioned by the psrmanent characteristics of the 
human spirit. Tnoir error lay in an imgerfoct understanding of mankind. They 
had no grasp of the creative principle in man, and no conceotion of the irre- 
fragable laws that govern technical organizetion on a large scale. The polite 
ical economy o% Jevons and Ricardo is crude; it splits society in two; it ot- 
fers no specific fcr the conservation of capitals; it assumes that the waste of 
the resources of life is inevitable. Yet it is to be regretted that our latest 
economists — such as Mr. Hecht and Mr. Wright -—- put their trust in legisla- 


tion and the mutability of political opinion, and have caased to lcok for the 
intrinsic human laws. 


There is a wide vacant space where a new school of economists could 
thrive —- students of the laws of life, as sturdy as James Mill or Adam Smith 
dn insistence upon the kind cf law that lies beyond legislation, yet bringirg to 
light those deeper principles of human nature that express themse:ves in war 

and ravin because they have been denied their appropriate expression in enter- 
prise. This new school will cali the world’s attention to the fact that there 
is such a thing as a social norm — a@ balanced and stable civilizetion unit. 

It will prove that there is ea fashion of sccial team-pley as natural to the en- 


terprise exd futuristic spirit of man as the hum-drum of the beehive is to bees. 


Meanwhile ve must eppreciate the labor and logicality of euch & work as 
this of Mr. Wright. He has packed into 330 pages all that one need ever know 
about what the Federal Reserve System has done for farmers. The book is ad- 
mirable in its discussion of the phenomena of crop-movement and the other physe- 
ical problems of farmers in their relation to finance. I+ furnishes a perfect 
guide of fact and document for all who are interested in rural credit legisla- 
tion. Yot it is safe to say that the farmers of Iowa and Oklahoma will find 
more rolief from discovery of the creative principle of finance than they sver 
will get by act of Congress. They will find out by and by that any county can 
finance itself without dependence on New York or Washington -— that credit-in- 


Surance involves fswer unknowable quantities than insurance from fire, hail and 
flood. 


Of the second volume of the detailed report of the National Bureau of 
Economic Rosearch on Income in the United States —- it may be said that it is 
tanifestly scientific in intention and does its best to make up for the inad- 
equacy of the census, That it does not put in a convenient shape many of the 

things wo should most like to know — such for example as income from untaxabdle 


securities — is probably duo to the defective methods of the Federal fact- 
finders ry 


From so inadequate a study of income one turns with relief to contem- 

i plate the eternal energy of human nature from which all income proceeds. One 
May assume that church people hava a special interest in bringing to light the 
Obscured Jaws of creative life. If Christianity is not to be thought of merely 
SS one of the many cultural roligions — offering a doctrine or regiman whoraby 
Gn may escape from ectunlity and be lifted above tho earth — it is a revela- 
tion of reality. It discovers ths roal nature of man and undertakes to exhibit 
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to a distracted world the kind of social order that will really work. The 
literature of economics lacks actuality because it has not yet grasped the 
truth that the productive organization of society is governed by the eternal 
laws of technology - laws that define the unalterable characteristics of the 
human spirit. These fix the conditions upon wkich it is possible for a mul- 
titude of people to live together and build cities. 


The field of economics is concentric and coterminous with that of the 
church. The student of economics, like the student of religion contemplates 
the central and decisive adventure of the race - its effort to put the human 
spirit in possession of the real world by coordination of creative abilities. 
The churchman and the economist alike face the primary and all-inclusive social 
problem ~ the organization of free personalities, The question is, how is it 
possible to take the personal freedom that is the essence of productivity, 


and cast it into a working community of interest that can sustain the apparatus 
of civilization? 


It is from this point of view that we shall soon be brought to realize 
the world-regenerative meaning of financial credit. We have lain under a stu- 
pefying illusion concerning the nature and operation of the vast working or- 
ganization that sustains the life of the modern world. As things actually 
stand, the property system has already been subordinated to the productive 
system, so that owners have lost most of their ancient power to decide what 
shall be done in business. The next disclosure will be the complete and self- 
contained autonomy of the life-sustaining organization. It will be found that 
private property destined for private use, becomes more secure as it becomes 
more passive — abrogating all pretense of right to influence the course of 
business. Under a social and scientific administration of credit, all power 


of initiative will pass to minds that think in terms of social function and 
use-value. 


The credit-center will tend to become the seat of political sovereign- 
ty, since it is the generator of all social power. The natural evolution of 
the financial principle will produce a new politics —- an economy of creative 
abilities. Poverty and war are not primarily due to greed or malignance, but 
to the persistence of a fundamental misunderstanding of the nature of power. 
The bitter rivalry of classes and races will cease when it is understood that 
power does not lie in great possessions but in the ability to organize abil- 
ities. Finance is the underwriting of productive abilities. The financier 
does not need to possess money or property - if he is wise enough to make his 
underwritings generally successful. The financier is the most effectual of 
revOlutionists. He takes the ancient prerogative of proprietors and transfers 
it to the producers, in a manner that is satisfactory to both parties. 


Posterity will be at a loss to understand the slowness of our appre- 
hension of the financial principle. Why is it so hard for us to see that this 
business of guaranteeing that productive organizations will pay out of their 
products for the capital -they use in the productive process is the safest and 

most remunerative of all imaginable forms of insurance? Probably the chief 
cause of our misunderstanding lies in a false assumption that it is natural for 
\cecrhoag to bear the risks of every business enterprise and that productive 
brains and skills must be sheltered under a fixed schedule of wage and salary. 
The natural thing, on the contrary, is that the extant capital of a community 
should be conserved at all events, that it should be entrusted to working or- 
ganizations in proportion to their ability to conserve and increase it, and 


that the workers should have an income expansive and contractile according to 
their works. 


— 
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The development of modern business exhibits a progression in which the 
individual depends less and less upon his enforceable legal rights and more and 
more upon the general honesty and productivity of the community. Bank checks 
tend to supersede legal tender money because a new civil order resting on sheer 
rectitude and service ability is growing up within the body of the old. The 
order of sheer legality is necessarily backward-looking; it can deal only with 
the record that has been made. It takes no account of potentialities and the 
unspent creativeness of society. The new order is futuristic. It counts the 
dynamic assets as the principal part of the inventory. 


That the present unhappy state of the world is due to the arrested de- 
velopment of business, will be put beyond all question whenever any city shall 
have wit enough to underwrite the financial credit of all bona fide production- 
units for a percentage, say a tithe, of their net earnings. Under such a dis- 
pensation all productive abilities will be set free, Poverty and the social 
problem will become obsolescent. Competition for legal claims against the com- 
monwealth will be superseded by competition for functional place and power with- 
in the life-sustaining system. Invested capital will have absolute security, 
since nothing is more certain than that a city full of active brains and skills 
can pay out of its products for what it uses up in its productive processes. 

Let the adepts in morbid psychology explain why this has not already happened 

in the distressed cities of Europe. The science of economics contains no ex- 
planation. The Continental countries go on printing their pathetic legal cur- 
rencies as if they had never heard of such a thing as a credit currency based 
upon productive power. Such is the persistence of strong delusions. For so 
many ages the European peoples have lived on without any ordered economy of hu- 
man abilities! So many generations have supposed that a man’s living consists 
in the abundance of his possessions! 


It will be found that the elements of production are not land, labor 
and capital — but ability, equipment end credit, All the capital to be consid- 
ered consists of materials and utilities that are for sale or for rent in the 
market, A scientific credit institution can give every honest business concern 
purchasing power in proportion to its proved reproductive power. The result 
will be an intense market-competition in which every item of capital-goods will 
go to the man who can afford to vay most for it because he can do most with 

%. Thus the highest bidder tcday will be the man who is best able to lower 
the general price-level tomorrow, What we call the social problem is going to 
be utterly abolished and forgotten — through application of the principles of 
financial credit and industrial engineering to a commonwealth as a whole. 


The organizing agencies of business are the institutions of public in- 
formation and financial credit. Tho administrators of these institutions have 
not yst come to perceive that their role is properly social and scientific. I 
do not mean to say that banks and economic news-agoncies sught to postpone 
their own interest to the ends of civilization. TI moan to say that their real 
interest is identical with the civilizing interest, and that it is through 
defect of understanding that they have not yet found this out, and have not 
devised new forms of action accordingly. 


@ This identity of the economic interests of the high and the low is what 
is implied when one says that the business system is properly autonomous and 
that its laws are self-executing. The point is that agencies of information 
and credit will become more prosperous and powerful when they learn to engross 
themselves in the social wolfare. The business system has a physiological 
Character. Its more vital organs are not called upon to enfeeble themselves 
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put to find ways of fuller functioning. Capitalism is in its very nature a 
kind of communism. The quintessence of capitalism is credit-concentration; and 
the practical effect of the concentration of credit is a pooling of the con- 
crete working-capital of the community. All the capital-goods in the market 
are subject to the rule of the dominant credit-center. One needs a realistic 
view of the physiology of business in order to understand fully why this must 
necessarily be so. 


One must understand that modern business would be impossible if there 
were no way of separating the use of things from the ownership of them. Capi- 
tal must move freely from one concern to another as blood flows through the 
several organs of the body. Credit-concentration and the resulting communism 
of capital are natural facts of social evolution that do not in themselves afe- 
ford any reasonable ground for social complaint, The business system works 
badly, not because of the centralized control of capital, but because this 
world-changing phenomenon — prefiguring a new form of government and an unexame 
pled kind of social order — has come into existence without suitable moral and 
wental adjustments, indeed, without any common appraisal of its significance. 


Dr. Nicholas Murray Butler recently remarked that the mechanism of 
modern life has outrun our moral and intellectual capacity. There is a plain 
reason why the machine has mastered the man. The reason is that civilization 
has devoloped new centers of social control that are administered without so- 
cial responsibility. Not since the passing of the Church of Hildebrand, the 
Spiritual Power of the Middle Ages, has there risen in the world any majesty 
that can compare with the actual authority of financial credit, Mr. Frank 
Vanderlip says that nothing can save Europe but a spiritual revival. He might 
have added that the revival must come through a financial renaissance. 


To commit our lives to a massive and intricate apparatus requiring con- 
trol of capital from a credit-center, and then to treat credit as if it were 
nothing but the ancient trade of lending money at interest to people who have 
private property to pledge is a methodical suicide of civilization. For the 
practical effect of this procedure is to double the pull of passive ownership 


upon the productive organization, piling up overhead charges and draining the 
capital-pool. 


There is no remedy save a definitive break with the old political tra- 
dition. fle may without presumption foretell the rise in the near future of a 
new form of government centering in an administration of public information and 
financial credit. It may be assumed that such an administration will first 
meke its appoarance in European minicipalities —- especially commercial cities 
with a tradition of autonomy, such as Hamburg and Genoa. The world will awake 
to an understanding of the elementary truth that the first business of govern- 
ment is conservation of the social heritage of art and science — organization 
of intelligence and ability on a fact-and-faith basis. We shall understand 
that the social authority is the natural curator of the common capital fund, 
and administrator of the.credit that puts tools and materials into the hands 
that can use them. A prodigious renovation, breaking the deadlock of the whole 
human situation, can be made to happen at any moment in European cities. The 
difficulty is wholly spiritual; it is due to a general misunderstanding of the 
laws of creative power, and to the blinding illusion that enforceable claims 
@gainst the commonwealth constitute the basis of business. The debtor-state 
Will die of its self-contradictions, and the creditor-state, owing no man any- 
thing that is not balanced by a reciprocal Obligation, will come into existence. 
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It is slow in coming, mainly for lack of a science of creative power and because 
of a consequent failure to see that the actual apparatus of credit furnishes a 
perfect mechanism for the release of the creative forces of society. 


Mr. Veblen percaives that the modern technical apparatus is too massive 
and intricate to be effectually managed by monsy-lenders, He undertakes to show 
that somo timo, but not yet, the engineors will take control of the organizing 
agencies. He imagines that such an event will put an end to what he calls the 
price-system —- by which he seems to mean market-competition. He leaves his 
reader to suppose that the alternative will be some kind of socialism, 


Nobody excels Mr. Veblen in bright description of the morbid and imprace- 
ticable aspects of modern business, But his pathology and therapeutics are near- 
ly sterile because he has no conception of what a healthy business system would 
be like. He does not see that society has a physiological and psychological 
constitution which the thoughts of thinkers cannot alter, and that the business 
systen has a basic soundness precisely because it has grown up spontaneously. 

Not only is it true that the professional sociologists and the political philoso- 
phers did not think it out in advance; ~ they have not even studied it in its 
actual presentment. The business system of modern times is a vast reticulation 
of human relationships. Its actuating principle is faith operating on a basis of 
certified fact. It is futuristic and fiduciary. Through its organs of informa- 
tion and credit it casts its projections into unborn generations. ; 


One could wish that Mr. Veblen had applied his acute mind to a study of 
the constitutional principles of business. The reason why he has not done so is 
perhaps, a fixed prepossession that rationality has its origin in culture. The 
academic mind finds it difficult to imagine that raw human nature can generate 
a social order that transcends philosophy. Mr. Veblen’s moral courage and mental 
clarity are manifest. He means to be a reformer or a revolutionary, but the 
practical effect of his effort is reactionary. He aids and comforts the ortho- 
doz. For the essence of orthodoxy is belief in the prepotence of "the best 
minds". It hardens itself against the naive motions of the human spirit and 
seeks to retain or recover normality through the counsels of the elect. 


Mr. Veblen agrees with bishops and prime ministers that order depends upon 
getting people to think alike. Being a reformer, Mr, Veblen moves to standardize 
people’s thinking on what he supposes to be a rational basis. But in common with 
all other intellectuals, he takes it for granted that nothing important can be 
done until a great many persons have achieved a new state of mind and have regis~-" 
tered the change in terms of legislation. He assumes that the engineers will 
put an end to the price-system, and of all means for measuring the relative value 
of things, by legal transformation of the state. 


In Mr. Scott Nearing’s little book one misses the clarity of Mr. Veblen. 
The compensation is an emotional glow, a certain generosity of human feeling 
that Mr, Veblen does not express, Mr. Nearing’s title awakes an expectation of 
Something immediate. But we find that “the next step" is a very long one and 
requires a prodigious amount of education. Mr. Nearing manufactures a new uni- 
versal society. The world’s present working organization simply disappears. 
Business ceases to exist, and politics becomes all in all. It is possible to 
suspect Mr. Veblen of mental reservations in favor of historical evolution, but 
Mr. Nearing finishes off his perfect state without any such embarrassment, His 
is a pure and imperturbable ideology. 


Mr. Cassel has acquired an international reputation because of his some- 
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phat unconventional views respecting the stabilizing of exchanges. He thinks 
that a common international price-level can be achieved by deliberate and con- 
certed financial action. To this end he proposes a revaluation of continental 
European money-units, in adjustment to some standard to be fixed by Great 
Britain and the United States. Mr. Cassel criticizes the deflation policy of 
our Federal Reserve Board. He shows that we greatly increased the difficulties 
of Europe when we raised our discount rate and thus lowered our price-level, 
whilst European prices were soaring. But Mr. Cassel's general description of 
the stages of increasing stress through which European bankers and budget 
makers are passing has philosophic breadth, It rebukes financial Pharisesism 
and will doubtless serve as a valuable historical memorandum of these times. 
Yet this book contains nothing that goes to the root of the world’s financial 
distress, since it rests from end to end upon the false assumption that busi- 
ness depends upon political and diplomatic arrangements. It nowhere glimpses 
the truth that the business system is capable of self-government and contains 
a principle of self-rectification. 


The motherlands of America are smitten with death because they do not 
contain, in any high place of initiative or counsel, a single individual who 
does not share with Mr. Cassel the hereditary illusion that legal coercion is 
the generator of social order and the basis of business. The business system 
is everywhere treated as if life-sustaining power were derived from the power 
of soldiers and policemen. 


It is not a contingency, but a dead certainty, that Europe will drift 
into war unless a spiritual revolution, expressing itself in terms of creative 
and capital-conserving finance, can be accomplished there, We may hearten our- 
selves with a certitude that this spiritual revolution will take place. The 
ground of this certitude is the fact that any informed group of business men 
or working men in Europe or in America can make it take place to their own 
immeasurable advantage. For those who are determined to act in accordance 
with the intrinsic laws of life need not depend upon their own strength. The 
ultimate authorities of the universe will back them up. 


